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In the Matter of

'Fecie'al-State Joint Ioard on
Universal Service

)
)
)
)

cc Dodcet No. 96-..f.5

AMDITECH'S FURTHER COMMENTS

. .
Am.erited\ nl8p«tfully offers the following furtlw comments on the

UDlvenallerV1ce questIoN posed. by the Comzn1ssion's Common Canier

Bureau in the Publlc Notice released in this docket on July 3, 1996.

L

The Coaunlss1on mltiated this docket on March S, 1996 when it

reIeaed a Notice of PIopoled KuJ.emakinI(~) md solicited views on

a wide ftriety of important iIsueI relating to propcled chaftps in the

Commission's Uftivenal~ rules and ftIUIaticml, dwtps which are

intended to implement the new directives of the Te1eamm\UDicatkms Act of



1996(~ referred to as the .,Acr).l CoiN:ident with the release of th8

~ the CoaurdaIian also established. a Pederal·State Joint Board to make

recommendations with respect to the issues raised In the NPRM. .Initial

c:ommmts on the NPRM and repU. were filed on Apri112 and May 7, 1996,

respectively.

Now, having reviewed those lnitlal and reply COJDIN!I\ts, -the

Common CarrIer Bureau, at the-request of the staff of the Pederal..State Joint

Board, seeks further comment on [72] specific iuueI relating to the subjects

previously noticed In this proceeding [in the NPRM).,,2 In these further

comments, Ameriteeh will address those i'2 issues in IIIiIJim.& and under the

dusfficatioN listed in the Public Notice.

~ it resolws the iIIue raised in the July 3 Public Notice, and those

railed in the original~ the Commiaion mUit embrace an apprOach to

universal .nice that is IUltlinable over the long term in a competitive

te1ecoDunUDicatiol'l8 marketp~. This will require the elimination of

implidt subaid1es and the rebalandnC of rates (especially for local exchange

senrice) to ref1ect the actual cost of pnniding service.S It will alia require that

~ carriers reeeiving U'niversaI service support for the benefit of their

1T~1ionsAd of t996, Pub. L No. lot-104, 110Stat.. 56 (19H)(tp be cpcUIIed at 4.7
US.e. ...151 llS).
Z PubIk Notice at 1.
·JltNa............. •..._,_~__~tMntholeCUSt0mer5

IIIwaaJd lie eHllbleror ..plLd. ecpIfdt IUbeIdiIs which are suppeRtId by all
lelemmmunicatkmB proriden.
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custotMn must bear the same obliptlmls far which the support wu

Intended.' U~ theIe two things occur, the Commlssion will be 'LUIable to

achieve its goals for universal service, or implement the pro-competition

tel\afttl of the Te1«olnmunlc:ations Act of 1996.

It is difficult to IUIIUIUlrize the specific answers to the 12 distinct

questions posed in the PubHc Notice, but the prindples underlying the

Ameitech's answers can be summarized as follows:

.. Univenal~ policy must be sustamable with
~rlpro-competltlcm poUcy.

.. Prices must be restructured to eHminate implicit subsidies.

.. Sublidiel should oldy fund basic I#~ IeJ'Yices md should be
tIqeled for the beMflt of only thole individuals who in lact need
assistance to stay on the network.

.. Explicit subsidi. must be funded in a competitively neutral
manner and administered by • neutral thlrd party.

.. Unilateral requirements must be app~ symmetrically to all
providers.

It For 'bUa1lln1 requirements, ccmpensation must be paid o%'ly to
those provid.. beuing the requirement

• The BWthocloIosY for quantlfyinc the amount of UDiftl'Sal
..... fundInI JmIIt ItrDre a reucmabJe ba1aIa between its abW.ty to
J'NftIlt Mpmtaa" of the repIatory proc••, em the one haN!, and its
depee of precision and the level of admlnlstrative CCIItS, on the other.

.• UnIIII...II.......,If-. .,..."'.oomaRinicaliCml proyiden in the madretplllc:e,
ClDII,,-1IrJft tmmDI be ......If!Clowr the 'klftg ran.
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AmmMch ldMtI&Id tt.. prlndp1el in ill iNtIalllld IWply COJIUl\eI\ts on the

NPRK artd ecplaiMd how tMy should be appUed. in this docket. Jl the

CommiIIkm refIedI these prindples in its declskm 01\ the 12 questlcms paled

in the Public Notice, it will have its best opportunity to achieve the goals and

poUdes for universal service in satisfadicm of the requirements of the Act.

DIJ!INJTIONIISStlIS

1. IS IT APPIICI'RIATE TO ASSUME lHAT ctJRI.ENT RATES
POlt SlltVdS JNCLt1DED wmtJN THE DIPIN1'l1ON·OF
UNIVIISAL SBRVICE ARB APPORDABLE, DBSPtIB
VAlIATIONI AMONG COMPANIES AND SElV]CI ABBAS?

~

Yes. 11le natl.ol\a1 household penetration rate of nearly 94" and the

national avallabi1lty rate of nearly 95" suggest wry strongly that the services

which would be eJ1lible for universal service support under the

Commission's proposal' are generally Maffordab1e" by any reasonable

meuure. lbe same can be said even at·the lowest household penetration rate

in the various states, i.e. nearly as" in the state of New Mexico; in other

words, it is not \11\NUOI\8ble to conclude that "con!' telephone services L"e

pnera1ly affordable when at leut as" of households subsaibe to those

seivic-. And it should be notec1 that only three states have household

penetration rates below 90~.

JIll tt.NP.RM. the c:ca.....GIlI*••• that .,.111 wppxt IhouJd be mdJab1e for
the foDowiInI-vl·~ • ,lea .... puly' 1OUCIHOnI,
.aM tID....."y _ ,Iat (911 and !9tt) and aa:ISIlD operator teniceL NPRM at pars. 18-23.



It is 1\0 accideftt that Americans enjoy a relatively high penetration rate

for basic local exchaftp servtt'e. HIstorically, state regulatory commis&lons
•

have impUdtly CONktered HalfordabUlty'" u one of the unwritten criteria of

what constituted a "just and reasonable" rate for buic local exchanp serviat

long before that aiteria WII written into the Te1ecommU1\ications Act of 1996

"nlus, it Is appropriate to assume that, overa11, basic local exchange rates l'.!'e

affordable.

Various studlea' show, howeftr, that there are certain demosraPhic

sroupe for which penetration rates are significantly lower, and that the most

reliable indicators oliowei' penetration rates are variables related to Income.

Improvements in peetration rates for such groups should be addressed

through tarpNd UI1stance, such as low inaxne UliJtance, or non-rate

J1III\edieI, such .. voluntary ton bloddng prosrams. However, general rate

levels should not be deae8sed for all azstomers in order to address the

affc1rdabi1lty lslue for these demographic groups.

OIl the other hand, basic local exchanp ra_ in some u.s of the

nation are, in fact, too low. 1Ns is true, for example, in hiP. COlt area where

bale local exchanp rates are 1t.Il than the nationwide average rate. In those

'M.....,M..~J.(1"" "AMI..'."......UP A PIpfU' of
: P7 r' r • t II II C , _ ",I" ,..1fCh PerfonI* for Bell AtIaI\tic by
:RlI... lJftI:....ty PIOjId Oft rntomlltion PoHq.

s



arBS, at I.It, rat8I obvtouIly have been subddtnd at paterleft1l than

justi88d by simply the re1atlwhl~ chuaderistb of the geographic u-.

2. 1'0 WHAT BklBNT SHOt1LD NON-aATE PAeroRS, SUCH
AS~ LIVEL, TELEPHONE BXPIND1TURES
AS A PERC IHTAGE OF INCOME, COST Of UVING, OK LOCAL .
CALLING ADA SIZE II CONSIDDm IN DE1'DMJNlNG nm
AF'POmABJ'IY AND REASONABLB COMPAlABII.m OP
lADS?

Noa-rate fadOn mayor may not bear on the affordabillty and

reucmable camplr~tyof rates. For example, II mentloned in art8We1" 1, it

is d1ff1cult to une:t.stand how buic local exchange service 11 not generally

affordable when~ to 98.3" of households, depending Oft the state, already

have subsaibed to the servia!. On the other hand, there are households that

do not subsa'lbe to telephone service even though they could afford to do so,

e.l. households which for social or religious reasons do not UIe telephones.

In acldltf.ol\, total telephone expenditures II a peRmtap of Income

historically baa"-' 11\ tndlcatar of afford.abi1lty, but IS sodety becomes mON

information and commU1\lc:aticms inteftSive, the percentage of mcome spent

on tt1ecoInmunlcations ...-iees may U1ce1y mcrease without necessarily

indicating an affordabDity problem. For example, u customen do more

Nte1ecommUtb\8'" their expenditures 01\ automobU.re1ated costs may be

reducecl.

6



It may be ratioMl to eondude that the COlt of UWli may impact the

affordabllity ofH~ telephone .mee, but it is not therefore ratiOnal to

distribute universal service usiltance on that basis when the high cost area is

also a relatively high Income area, as well.

Ukewise, it may be rattcmal to conclude that there is a relatioNh1p

between loeal c:aJling .. size, Oft the one hmcl, and affordability and

reuonable c:omparabDity of rates, on the other, but, it 11 not a relationship

worth stud.ying when customers are willing to pay more for cable television

IM!I'Vtce than they are paying for basic local exchanp telephone se'Vice.

The point is thiJ: there may be non-rate factors which bear on the

affordabllity and reasonable compuability of rates, but the l\ature and effect of

that relationship hal not been made clear eI\OUBh on the record ill thii docket

to condude that any of thole factors should be a basis for allocating universal

scrice support. Before deddlng whether non-rate factors ahou1cl be used for

that purpoIe, Ameriteeh IUII-ts that the Commission undertake an

emplrtca1 study on the impecUmeniS to subscribershlp. Onee that analysis is

completed, the CommIIelcm would be in a better posltion to evaluate

wheth.. non-rate factors "-' OIl the af!ordabllity and reuo.nable

COII\parabDity of rates.

,



3. WHEN MAJaNG '1HE -APPOItDA.BIIJ"J"r" DE1'IRMJNA"nON
JmQUDtED BY IiCliON 25i(1) OF 1HI Ae:t, WHAT ARE 1HE
ADVANTAGES AND DlSADVANTACIS OIl USING A SPECJFIC
NATIONAL~ :RATE FOR CORE SERVICES IN AlJtOXXMQlmLoMillllllll..? _

Before anlW8inl thiI~ a small caveat is in order. The

cletermination required by Section 254(1) is not limited to lIafforclabll1ty."

Section 254(1) says that -[tlhe Commission and the States should ensure that

univenal service is available at rates that are just, rwucmable, and affordable."

Although not entirely dear, the implication of question 3 is that

-affordablllty" fJ the emIy requJrement in Section 2,54(1), and that a

determination of rate "alfordability" can be made whony apart from. the

det8mination of what rate is '1USt and reascmable." 'ntat is not consistent

with the plain lanpap of Section 254Cl).

The adVllltapi mel dlsadvantaps of • speciftc national bencluna:k

rate for mre serv1ces in a proxy model depend OIl how tbe model is used. For

example, the model cou.ld be used to identify high ccst u.s. If uted for this

purpose, the main advantap of the proxy model is that its use would likely

decreue the incentives. company would have to Mpme" the regulatory

pi0tei6 simply in order to become eligible for hip cost support. If the

reuonableness of a proxy model were.demonstrated on the public record,

Amerlteeh would support the use of such a model for the purpose of

identifying hiP. COlt ....

8



Scxne haftIU"~howege1", that a proxy model should be used, not

simply for the limited purpose of identifying hlgh cost areas, but to quantify

the &mOunt of high COlt usiItance. Ameriteeh opposes the use of a proxy

model for that purpose. A proxy model, by definition, is based on averages.

Therefore, a proxy model wiD be most lnac:c:urate for ·outliers," which teld to

be high COlt aNIS. 11tiJ is a significant deficiency that more than outweighs

the advantages of the simplidty implidt in any proxy model.

4. WHAT ARE THE SFJiECIS ON COMPEI111Q'llF A CARRIER IS
DENIED tJN1VbSAL SEltVICE SUPPOltT BECAUSE rr 15
TECHNICAlLY JNPEASIBLE FOR THAT CARRIER 10 PROVIDE

?
~.

This question poRts the situation where some carriers are able to

provide the serviCII which the Commlnion deftnes u core and thus receive

universal service support, but other carriers are not able to pIOVide one or

. more core IIn'lces beeaUie It Is not tecJ.mk:a1ly feui'bJ.e to do 10 and, therefore,

1ft not eligible forUJd~ terric:e support. Of coune, if it is infeasible for

IDX carrier to provide the services which the Comm1ssion c1efi1\es u "co~

then the definition of .coN' .-vice itself is a barrier to entry that adversely

affects competition.. Assuming that the core ..-vice is generally feasible, then

it is not entirely dear how it would be Infeasible for a particular

te1ecoDununicatlons CII'rier to provide that core servia! given the pneral

aVailability of resale oppaatwdtles. And it Is equally unc1eIr whether a stale

9



NIUlatorr commiaIim would put a c.wtUleate of operating authority to a

telecoDunUDlcatlau cam. that wu unable to pnwide a senerany aVlilable

an savlce to the public.

Nevertheless, if a carrier cannot provide one or more eore services, for

tedmicalreuons or otherwise, that carrier is rao{ (and should Mt be) e1i811ie

for universal service support That does not adversely affect c:ompetit1cm.

Indeed, the opposite would be true: competition would be adversely affected if

a carrier not providing one or J1\OJ'e core services Js still eli81"ble for financial

aid which Is clesigned to support core services, particularly when that CL9Tier

is competing with othen who are providing aft services in accordaDce with

the rules. Ameriteeh beUeves that universal service support ahauld. be

avallabIe only to thOle carriers wh1ch actually provide the -coni' .-vices for

which urU\W5a1 .-rice support wu I1\teI\ded. That Is the kind of symmetry

Congess determJMd was MC88IIJ')' to pIOlIlote cOmpetition.

'Sedm 2S6(e) 0161 1'11110 Ad of1'",.,.i&III,1ftfIIt..1oDowt: IIIt. c.Ift8
that ..........I.... I '_.1aII M1f'I'GI't ..... _ .. .."DIt aNy for tbe PftWlskm,
1nIin-....:e,ad ........of fIdIltiel _ •••far wNd\ the IIIII'I'Of': illnle!NlecL-

10



50 A NUMBIK OF CONNENTBS PROPOSBD VARIOUS SERVICES
TO IE 1NCL'tJt)8;) <»l nm LlST OF SUPPOItTED SElMCES,
INCLUDING ACCBSS TO DlREcroav ASSISTANCE, EMERGENCY
ASSInANCI, AND ADVANCED SDVICIiS. AL1HOUGH THE
DEI.1VDY OF IIllSB SERVlCIS MAY:RBQUIU A LOCAL1DOP,
DO ux:. COS'l$ ACCUllATELY IU!PI.BSINT THE AC'It1AL COST
OF PIOVIDJNG COD SDVlCES? to nm EXIENT mAT LOOP
COSTS IX) NOT R1LLY DPRISBNT THE COSTS ASSOCIATED
WRH INCLVDB«I A SJDtVICE IN DiE DBFINlTlON Of CORE
SDVICES, IDI!NTIPY AND QUANTIFY OTHER COSTS TO BE

CQNSIDlBIPlI-o

------------

The cost of a loop is the cost of the loop. To the extent a loop is usecl to

provide a telecommunications service, the cost of that service Includes the

COlt of the loop. However.. under 1\0 drcumstanc8 does the cost of the loop

reflect the OIiIy cost of providing that service. The total cost, by definitiOn,

must reflect not only loop cost, but other joint, COIft1N)I\, and residual east!

associated with that .-vice, u well. Par example, the eDIt of single party,

voic:e-grad.e telephoI\e Mnice Includes not only the cost of the loop, but also a

portion of the cost of the local switch, as well as maintenance, other join~ and

common costs and residual (OStS. The nature and speclfic amount of these

other costs will vary hued on the particular service or group of services.

6. SHOULD'IHI SIItVICES OR PUNCl!ONALmES E1JG1BLE FOR
DJSCOUNTS • S'PICJPICALLy L1M1'1'ED AND 1DENT1PIID.. OR

11



Tbe ..,... to tN.. question can be found In the lanpap of the act.

section' 254(h)(1)(A) of the ad, relating to health care providers for rural areu,

pro9ides IDSIl AlII u follows:

(emphasis added). IJkewtse, Sedion 2S4(h)(1)(B) of the Act, Nlating to

educational providers and llbraries, provides !DtIlJIiI u follows:

(snphuts added). 'l1\us, IS"rices and fundionaUtles e11gible under the Act

for diIcouI\ts do not include"all available serviceI". Rather, for public or

nonprofit health. care provide'S, the services eliBlble for a diIcouI\t 1ft those

Nte1ecommUDlcatfons senic:es which aren~ for the provision of health

,care Mrvices in a State, indudiftg instruction relating to such services ...."

And for educ:atfcftal provid.ers and libraries, the terries eliglble for a

diSCOUl\t are au- .,that are within the deftnition of universallel'Ylce under

,subsection (00) ..• "

u



1. DOB8 SECJ'ION 2S&(h) CONTEMPLATE THAT INSIDE WlRJNG
OK 0'11tIK IN1IaNAL CONNBCI1CJrJS TO CLASSROOMS MAY
BE E.LIGlBU JIO& t.JNlVDSAL SDVICI stJPPOk1" OF
TELHCON:WtJNICATIONS SEltVICES PJIOVD)ED TO SCHOOLS
AND LIBIl.u:rw? IP SO, WHAT 15 nil ISI'IMATED COST OF
THE.1t§II2.LWIIlNG ANJ2..Q.IHER lNIEBNAL CONNlClQNSt

11le U\IW8I' to tl\e ftnt part of this Cl'*ticm is -no." The plain

language of Sectlon 25ol(c)(1), which lets out the definitioNl characteristics of

universal service, provides !!llIIJ1il as follows:

The Joint Board in rec:oIIUMI'ldiJll, I.ftd the CoaunJsticm in
.tablilblq, the defbUtlon of the .w:. that are SUppolted by
Fedenl umversallen'ke support mec:halUmI shall CODSider
the extent to which..mdt tI1equnaJlllieltig\l semm ....

(emphuls added). 'n\e term '1elecommunicatloN senke" II defiMcl in

Section 3 (46) of the Act by nierence to "telecoaunuNcatlofts," a term which

is.defined In Section 3 (43) as~ traNJD'gion ... of information of the user's

chooBina, without dwt.p in the form or COI\tel\t of the lDformatlan u sent

and recelved." (emphasis added). That definition does not include inside

wire and other Intemal c:ont'U!CtloN to classrooms, any more than it includes

"custom.. premiJes equipment.

Sectlon 254(e)(3) aI10wI the CODImiJIlon to desipate additional

IB'rices for universal semce support for purpol. of Section 2S'(h) when it

13



cmMI to IChDoL lIN... and health care prcmdtn. How..., Section

2S4Q\)(1)(J) speaks to the provision by a te1eamtmunieations carrier of "its

services" to educaticmal providers and h1nries. Inside wire and connections

on the CUItOIMl'I' IicIe of the demarcation point, by deftNticm, cannot

conttitute such services.

If the CommisIkm wants to promote the deployment of inside wire or

connections OIl the CUltome'S' side of the net'WOrk demarcation point, it must

provide for advaneed te1eamtmunications incentives under Section 106 and

rely on the Naticmal Education Technology Punding Corporation under .

Section 108.

Some estimates of the cost to provide amnections to and within

Khoo1& are attached _ Attaclunents A-I, A-2, B-1, B-2 and C.

. 8. TO WHAT WaNT mouLD mE~OP SECT10NS
?eM AND,. •~ BY THB JOINT JOA1U) AND BE

]lEI nm UPON 10 I'BOVIDE ADVANCEJ) SBIMCES TO SCHOOlS,
IJIBAM§ Al!f.lU.flAJ.,TH CABE..lIPYJDDS1 _

None. AdnN:eCl wyic;es for schools, health can providers and

librar!es are addrealed lrL Sedlon 254(h){2) (IIAdvmced Services"), not

Sections 706 and 708.

14



The~ shall fMabJIah compeIitiftly neutral rules 
(A) to ...., 10 the extent tedmicaUy feasible I1\d.
ecoftCm1caI1y II sOllab1e, aexess to advaD£ed
te1to..~lnm~ aDd. h\fonaatioIl .-vkes for aU public and
1\OI\PftI8t tl1III'ImtaI'y aDd eeccmduy IChool classrooms, health
care proviclen, and. libraries .- .

OIl the other hand, Section ?D6 desc:ribel adicms the CommisIion can take to

"tmmprap the depJoyDlent ... 01 Jdyanced tIlwpmmUDiCltion, qpa~ ... II

(emphasis added) and Section 108 addJesses how the National Education

Tedmo1ogy Pund1ng Cotporation can "leverage reIO\U'CeIlDd stimulate

privati JllJIIlmIDt in education tedmolOlY infrutructunr. sa Section 708

(a)(lXC)(1). (emphasis aclded).

9. HOW CAN tJNIVIlISAL SDMCE SUPPORT FOB. SCHOOLS,
1,JB!l.UIES" AND HEALTH CARE PROVIDERS BE STlWCTUREO
IC..lIQMOTB c:oymmIQN?----"-------

11\. belt way to ..,.. that universalsuppon mechaDisms promote..
ClOII\petition is for the COllUDislkm to require that every telecommunica~ON

provide" contribute Oft an equitable and nondiserlmlnatory basis to the

UZllversal..-vice fund u they are required by Sectio1\ 2S4 Cd), and to direct

universal service Npport only to those teIecommUllicatiOl\S providers which

shoulder the same UDive.nal service obHptlons.
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All~ and ..ustbJe providers should have an equal

oppommity to -.m the buIIMss of a school, library or hRlth care provider.

The best way to e1\IUZ'e this result is to give the responsible olftcer-Jn the

school, library or health care fadlity as much discretion as possible in selecting

the MrVlce they think will best suit their individual needs.

10. SHOULD tHE USALE~ IN SbO"JON 2S4(h)(3) BE
CONSTlUJEl) 10 fW)HIIlT ONLY 1HE R:BSALB OF SERVICES TO
THE PUIIlC J01l PROFIT, AND SHOULD IT n CONSTlWED SO
AS TO PERMIT END USER COST JASBD PDS POK SD.VICE?
WOULD CONS11WCIIQN IN THIS M'ANNE& PACIU1"ATE
COMMUNITY NETWODS AND/OR. AGGRBGAnON OFlQB<;HASIHV JIOW!B?~ _

The language of Section 254(h)(3) is plaiD and 1JIWllbi&uous:

Tel.....1IIdcadons .-ric:es and network capacity provided to
a public iutitutioDal telecommuNcatloN UMf under this
sub••,*- may not be 101d, reeold, or otherwlIe trlNfenoed by
such UJeI' iJ.\ ccmsideratlO1\ for money or any other thlng of
value.

There is no need toN~ this statutory provIsloIl because It Is dear

enough on its face. Ally Nend user COlt based fees" urangement of the ~ t-te

described In Question 10 would constitute the transfer of the service in

. consideration for l1\OIley or another thing of value and, therefore, would be a

clear violation of Section 2S4(h)(3)"

• PublIc Iutltutkn, IDee otlw' c.'\IIItOIIleI' typkaDy .e ellIIb1e lIDday for ftiume and term
dlaountl11ftder' 1aIUf.
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11. IF 11D ANSWD 10 nIB FUtST Qt1IS'I"la'J IN NtJMBEllI0 15
"YES,. SHOULD THE DISCOUNTS BE AVAILABt.E ONLY POR
THl! DAPPle ca NlTWOJtJC tlSAGB A1'T.R1ItJTABLE TO mE
EDUCATIONAL INm'IES mAT aeJAI.JTt POR THE SECTION
2M D1SCOUNTS1

The aNWeI' to Question 10 is "no.~

12. SHOULD DJlCOUN'IS BE DIRECTED TO THE STATES IN ntE
PQBM OF BLOCk GURTS~? _

Discounts under the Act potentlally could take various forms. For

example, discounts CXN1d be effeauated through a percent reduction in a bill,

coupons, rebates, or ~lockFlIla.N The concept of a "'bloc:1c pant'" is

sometimes refemd to as "funds to schools." A block grant approach (unli1ce,

perhapl, • perce1lt discount) has the potential benefit of being predictable, a

prlndple whlch underUes Section 254. There are numerous issues ulOdated

with this approach whleh would have to be acldreued and resolved o~ the

public record. For example, how would block grantl be implemented in ~

manner that .tisfies the provisioN of the Act which relates to discounts for

schools and Jibrar1es? How would the fund in the block grant be siZed? How

would the fund be administered? These and other related issues need to be

explored. But, the underlytl'lg~may prove to be •~le approach

to fn16JJjng the requJrementl of Section 2S4 u they relate to schools and.

Ubrarles.
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13. SHOULD DJ!JCOlJN1'S POa SCHOOLS, UII..U'IS, AND HEALTH
CA1tI~TAD THI PC»M OJ' DDtII:T JII lING CtlEDrIS
:FOR 1'Il.BCOMIlUNICTIONS SERVICES PItOVIDED TO ELlGIBLE
INSm UTlONS7

That would be a simple and direct method.

14. IF THE DISCOUNTS AltE DlSBUUED AS BLOCK GRANTS TO
STATIS OR AS DIIBCT BII I lNC cumrs FOR SCHOOlS,
UB1tA1UES, AND HlALm CAD PIOVIDIIS, WHAT, IF ANY,
MBASUDS SI«XJLD BE IMPI.EMEN1'BD10 ASSUU UiAT THE
PUNDS AI.LOCATID POlt DJSCOtJNTS ARB tJSED FOR THE1R
_~Z _
Verification that universal servlce funds are used only as authorlzed is

a 1eptlmate concam liven the potential for fraud. If direct payments are

ueed, it would not be unreasonable to require the school principal, h'brl:"1m

or health caM provider'l fiJ'Iancial offta!l' to sill' a perscma1, rwom attestation

that the funds have been used. as provided in the Act. A copy of that

attestation should be made public and available to the te1eamunwUcations

carrier that provided the RfYice,

15. WHAT 15 1HE LIAST ADMINlSTJtATlYBLY IUIDENSOME
DQt7IIBMINT mAT COVI..Q 11! USED TO INSURE THAT
UQUETS JIOIt SUPJ.i'01t:I'ED 1'ELICOMMUNICATIONS
SElt.VICBS AD BONA PlDB RBQUESTS WITHIN nrs INTENTaE.SEDONatam.:...- _

The best way to eIII\II'e that the'requ.t Ie bona fide is have the

requester put lOIfte of its own money at risk. AdmhUstrative costs could be
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NCluc.d if the carrier~ eUSfble~ at a diJcount and then made

the~Ioff letS to ttl payment to the \U\lversal service fund.

16. WHAT SHOUlD BE THE BASE SERVICE PRlCES TO WHICH
DISCOUNTS Pea SCHOOLS AND I.IBL\RIES AD APPLIED: (A)
TOTAL SlRVICI LONG-RUN INCRIiMINTAL COST; (B) SHORT·
RUN IN'CItlDdENTAL COSTS; eC) 8!ST COJdKBBQALLY·
AVAILABLE :RAiD; (D) TAItmID RAn: (J) UTE ESTABIJSHED
lHR01JGH A COMPE1t'l1VELY·BID CONTIlACT IN WHICH
SCHOOLS ANDua..ums PAltnaPATE; (P) LOWEST OF SOME
GKOUP OF THII AIOVB; 0Jt CG) SOla 0'11ID RNCHMAltX?
HOW COULD tHE BEST COMMBIlCIALLY-AVAtLABLE RATE BE
ASCBI.TAINID, IN L1GHT OP 1HE PAcr 1HAT MANY SUCH
RATBS WAY n I'STABUSHED PUltStJANT TO CONPIDENTIAL
~L~.::-? _

'Ihe dilcvLmt should be based Oft the cm1er's rate which is generally
~.

available to all CUSlOlMl'l, t.ed. on tariff, price Jist or other pubUc document'

and the beneficiary of the dlawnt should be the OM to cledde which

telecommunicatiON service to obtain. As long as the beneftdary of the

dlawnt, having shopped around in the market, is satisfied with its after- .

discount. price, that should be suffident for the Commilsion.

The aM of TSWC ,. short-run lncreInenta1 COlts to establish base

.mce pric. is Inappropriate. Such cost standards may be properly used in

the context of detenN:niJ\g whether there is econom1c CI'OSHUbsidization

between or among MI'Yices. However, such cost standards are inappropriate

'The~1tof......... a datld with ....._ .mat.- ADIl there •
...........Teh.,. .'c:eIcJM Act 011'"wI*Jl-. [II that the CcnpeII tme.nded that
any WII••wI. 'ice cUIcoant IhouIclhe1llllec:t Oft COlt
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for ..etms priceI ol Ml"ric., such u the~ for ..w... to IChoo1s and

libraries. Il\ fact, if a mu1tlprocluet ftrm~ .ch of its ..w... at

ID.creIuntal costs, It ewntullly will be drivel\ out of business if it c:aMOt

recoYeI' Its shared and commcm. costs.

Use of the .". COI'II1l'efdal1y-availab1e" rate would not be nuonable

because that would require • carrier to diJc10Ie the rates 01 101M of its more

competitively sensitive exmtraets and would require the carrier to continually

trade exactly what fa offered Ul\der special contractual arranpments 10 as to

en.ure en "apples to apples" comparison with what is provided to schools

and. h"braries.

17. HOW SHOULD, DIJCOUN1S 8B APPLIED, IF AT ALL, PaRSCHOOlS
AND TJn.AJtJa' AND aJJtAL HEALTH CAD PROVIDERS THAT
~sn;gALIADS....? _

If a customer elIPbJe und.. the Ad: for • discount has already

subIcribed to a telecDmmUJdcatlol\S semce and is reat1ving a spedal rate.
pursuant to a spedal arranpment, including a spedal tariff, theft the te!'!N

and conditions of that spedal arranpment amtinue to soven,- There is

nothing In the Act to IUgest otherwise. Once that spedal arrangement

expires, then. the cuIlomer can take advantage of its oppartumties for

dJsaMmtl under the Act.
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18. WHAT STATES HAVE ESTAIUSHED D1SCOtJNT PaOGIlAMS
POIt 1"J!LBCONM1JN!CTIONS SEIlVICIS PIOVIDID 10SCHOOts,
UIaAlUBS, AND HlALnf CAD PlDVIDEIS? DISClUBB mE
P1!tOGRAMS, JNCWDING THE MEASt11tABLB OUTCOMFS AND
IHI ASSQCIATIP COSTS_· _

The discoW'Lt programs established in Ameritech's midwest region are

disaused in Attachment D.

19. SHOULD AN ADDlilONAL DISCOUNT BE GIVEN TO SCHOOIS
AND LIB1lAltlS LOCATIO IN~ INSULAR, HIGH-COST
AND BCONOMICALLY DISADVANTAGED ADAS7 WHAT
PEltCSNTAGB Of TILICONNUNlCATJON'S SIIMCBS (E.G.,
INTI1tNET SB'fICIS) USED BY SCHOOlS AND LIB1lARIES IN
~ AREAS AlE QI RIOUIBE.mLL CAW1 _

Section 2S4<hXl)(B) of the Act provides for dilc:Dunts to schools and

h"braries but does not provide for an additional Jevel of discounts for schools

and librari. located in rural, insular, high-eost andlor economically

disadvantapd. areas and it is not clear that data is ava11able to identify schools

and IibrarieI based OIl the criteria set out in Question 19. Until that data is

c:oUec:ted and analyzed. OIl the pubUc~ the Com.I.n1ssion should not even

consider propoliDg such an. additional d.Iacount prosram.
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